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slightly in September, carrying our chart to 3.7% above the long-term 

normal. During the boom in the twenties we reached a level 41.0% above 
normal, then sank during the depression to a point 46.5% below normal. We are 
now more than half-way back to boom levels of activity in the nation as a 
whole. Activity is still spotty, however, and all communities have not shared 
to the same extent in the recovery. 


VV) stamens sales of real estate in the principal cities again increased 


Although foreclosures have reached such a low level that further radical 
drops are impossible, we think the movement during the next year will be down- 
ward. Residential rents showed a very slight rise, which may be the start of 
@ new upward movement. 


& New mortgage financing advanced to anew recovery high. We think our 
mortgage line may need revision, as it is based on the number of mortgages re- 
corded in principal cities, and the tendency toward amortized mortgages has 
probably reduced the number of mortgages in relation to the dollar value due 
to the lessening of second and third mortgages. 
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BUILDING COSTS ARE ADVANCING RAPIDLY 


N September 1939 we sent all of our subscribers a booklet by Roy Wenzlick 
J ensttiea, "Should We Build Our Home Now?" In this booklet he advised imme- 

diate building for anyone contemplating building a home. He said, "I have 
gone over my figures very carefully, and because of the combination of low in- 
terest rates and construction costs, I can say definitely that a house can be 
built today to sell for a smaller payment per month than has been possible at 
any time during the past twenty years. That this cost will go lower, I con- 
sider improbable. That it will remain at this level for any length of time, I 
think extremely doubtful. That it will probably rise by a considerable amount 
in the relatively near future, I believe a distinct possibility." 


Again in the May issue of Better Homes and Gardens he started an article 
with the sentence, "If you ever expect to build a home, there are many reasons 


for believing the next six months offer opportunities which probably won't 
exist again for many years." 


A glance at the table and chart opposite shows how correct this advice 
was. It will be noticed that before the war started in Europe, it cost $5923 
to build the standard six-room frame house covered by the table. As late as 
July 1940 it could still be built for $6004, an increase of only $81 or 1.44%. 
Since then, however, the rises have been sharp. In August the cost increased 
by $274, in September by $112 more and in October by $151 - a total in the 


three months of $547, or 9.1%. In the opinion of our organization these in- 
creases in construction cost are just beginning. 


It is interesting how this cost reaction is 
following the same pattern followed after the 
——S=_ beginning of the World War. One year after the 
war started the cost of building had advanced by 
only $6. The following year it advanced by $430, 
or 11.2%; in six years, $3845 or slightly more 
than 100%. It should be noticed, however, that 







i} 
| 
i 






NI 
sf | 


3 






= => ie | the advance in price in the last three months is 
= — =: met 46©almost equal to the advance in the second year 


4 
6 
| 
LT 
Lad 
es 

ve | 
v 


of the first World War. It should also be re- 
membered that the real cause of the real estate 
boom of the twenties was the increase in construction costs from 1915 to 1920. 
Costs are now increasing more rapidly than they did then. 


Recently a client asked for a comparison of the in- 
crease in construction costs of a frame and a brick 
house. The house to the left above is the standard six- 
room frame house covered by the table on the page oppo- 
site. The house illustrated at the lower right is the 
standard six-room brick house described and charted from 
1913 on in a Construction Bulletin published by Real Es- 
tate Analysts on April 21, 1939. A comparison of the 
recent behavior of costs is shown below: 











Frame House Brick House 
Cost in July $6004 $6643 
Cost in Oct. 6551 6926 
Increase in cost<= $ 547 $ 283 
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RATE OF GROWTH OF METROPOLITAN COUNTIES 


AND acquires its value from its fertility, its mineral deposits and its 
[rosette Its fertility, if the highest and best use of the land involves 

fertility, affects the dollar value through the net profit, which is left 
as rent of the land, after all expenses of production are paid. Mineral depos- 
its affect the value of the land in much the same fashion as fertility except 
that the quantity that can be extracted is limited, requiring allowances for 
depletion. Location of all land, regardless of use, affects value. The farm 
and the mineral deposits take on value as they are accessible to satisfactory 
markets. In urban properties where neither fertility nor mineral deposits 
(other than a soil satisfactory from the viewpoint of foundation problems) are 
of any importance, practically the entire value depends on location. The value 
due to location is greatly affected by population changes. It is quite obvious 
that subdivision properties will sell more readily and at a higher price ina 
city that is growing rapidly than in a city that is stationary or declining in 
population. Since commercial locations depend entirely for their value on ac- 
cessibility to large numbers of potential buyers, their values will have rath- 
er direct relationship to population growth. 


While the foregoing is more or less obvious, it is not generally recog- 
nized that ina period when construction costs are rising rapidly - as they 
are at present - rents and values on older properties will rise more rapidly 
in a city that is growing in population than they will in a city that is grow- 
ing slowly. The reason why this is true is that in the rapidly growing city 
vacancies are absorbed quickly, bringing about a housing shortage, which in 
turn causes rents to rise rapidly on older buildings. The rents and values of 
Older buildings will continue to rise until they reach the level of construc- 
tion costs then current, which forms their approximate upper limit. On the 
other hand, let us take an extreme example - a city losing population fast 
enough to maintain a large percentage of vacancy that remains fairly constant 
in spite of improving business conditions and in spite of the fact that older 
buildings are constantly being torn down or becoming too obsolete to remain a 
part of the competitive market. In this latter city, regardless of how rapid- 
ly construction costs rise, rents and values will not rise proportionately. 


Contrary to popular opinion, commercial values in any community do not 
depend so much on the rate of growth of that community as they do on the 
number of potential buyers accessible to that location and to the buying hab- 
its of these people. 


The 1940 federal census figures are now available for all counties in the 
United States. The rate of growth in the last decade for the country as a 
whole has been much slower than it has been in the past. This change has many 
implications for real estate. It is better, however, not to generalize on 


these effects as the population trends have been different in different parts 
of the country. 


The charts on the six following pages show the relative rates of growth 
for each decade from 1850 to the present for the principal metropolitan coun- 
ties of the United States. These charts are based on the county rather than 
the city, as ina long period of years city boundaries change frequently and 
materially, while county boundaries, with few exceptions, have remained fixed. 
The county limits also generally include many important suburbs not inside the 
city limits. In a number of the cities shown on these charts more than one 
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county has been included in the metropolitan area. 


In order to understand these charts and what they indicate, it is neces- 
sary first to study the chart at the bottom of this pagq. 


1850 to 1940 for all metropolitan counties in the Unite States. It will be 
noticed on this chart that from 1850 to 1860 the typiéal metropolitan county 
had increased in population by 41.44%. The increase from the 1860 census to 
the census of 1870 was 30.7%, and for each succeedi census enumeration the 
percentages are shown down to the present census of April, 1940, which shows 


the typical growth of 7.2% over the 1930 figures. aa 


This chart shows the typical (median) rate of —- for each decade from 


~ 


{ 

The charts on the following pages show the “ied of population growth in 
each decade for each of the principal metropolitan counties - not in absolute 
figures but as a percentage above or below the typical: rate of growth for that 
decade. For instance, the chart on Albany on the following page shows that be- 
tween 1850 and 1860 Albany increased in population by a percentage 58% below 
the typical increase in all metropolitan counties. This does not mean that 
Albany lost population, for it actually grew 17% inthis period, but it did 
not grow as rapidly as the typical metropolitan area. , 


- 


A second example, Atlanta, shows a totally different picture over the en- 
tire period from 1850 to the present. The rate of growth in Atlanta has been 
greater than the typical experience in metropolitan counties. From 1930 to 
1940 the rate of growth of Atlanta exceeded the typical rate by 219.5%. 


It will be noticed that some cities have been below the typical rate of 
growth each decade we have shown. This is true of many of the older, more 
matured cities in the East and Northeast. It is not true of most of the cities 
in the Southwest and on the West Coast. 


We think that this series of charts evaluates the various metropolitan a- 
reas in the United States from the standpoint of population growth on a rela- 
tive basis entirely apart from local enthusiasms. 


AVERAGE RATE OF GROWTH OF METROPOLITAN 
COUNTIES 1850-1940 


1850-60 
1860-70 
1870-80 
1880-90 
1890-00 
1900-10 
1910-20 
1920-30 
1930-40 


411% 
30.7% 
29.2% 
36.9% 
27.9% 
33.7% 
24.6% 
22.3% 
7.2% 


CENSUS PERIODS 
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HESE charts show the fluctuations in the voluntary transfers of real es- 
tate from 1933 to the present. The black line on each chart’ shows the 
monthly fluctuations of voluntary transfers as a percentage above the low 
point for that city. The red line is identical on all charts and shows the 
typical reactions of all cities on which figures are available. All figures 
have been corrected for seasonal influences. ( ; 
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For some cities it has been possible to secure far more accurate figures 
on voluntary transfers than for others. This is due to differences in local 
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custom of handling sales and recording. A warning is in order against the use 
of figures on "Instruments recorded" often given out by recorders and some- 
times used as a business index. These figures generally are a great many 
times larger than voluntary transfers, since they include foreclosures, mort- 
gages and miscellaneous’ recordings. Foreclosures are generally down when 
voluntary transfers are up and vice versa. A total which includes both will 
be relatively too high during a depression and too low during a period of real 
estate activity, as the voluntary and involuntary transfers have a tendency to 
cancel each other. 
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RBAN foreclosures for Au- 500. 
[exse 1940 ona seasonally 4,0) FORECLOSURE RATE j 

adjusted basis showed a de- PANN MORE nee ee ESTOS = 
crease of 1.9% from the July *°7 bd 7 
level bringing them back approx- 0 350F E o | 
imately to the low record levels 2 3998. a | 
of this last spring. We think 4 E | 
that the increased armament ac- (jy 250 7"6.=<% 74. AVe3 
tivity, together with the higher 2 [ a: “as san ; 
building costs, will stabilize y, 200F ep he aa \ 3 
real estate still further, re- jj) §£ AUG. '36 265 \ ; 
ducing the foreclosure rate to 0 E ak a 2 a : 
considerably lower levels during 4 ISOF — 2 +5 Y\ 7 
the next year. ' . \ ; | 

[ \ 4 

This chart is computed from t ; 9g NU}; 

basic figures that are gathered 100'j932 1933 1934 1935 1936 1937 1936 1939 1940 














by the Home Owners 'Loan Corpora- 


tion from all cities of more than one hundred thousand population in the 
United States. 
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eral Housing Administration in September maintained the level of the 
last four months with only slight variation. This level has varied 
from 2% to 67% above the corresponding months of a year ago. 


Me selected for appraisal and accepted for insurance by the Fed- 


Watch these lines very closely this fall to see if new building can hur- 
dle the increased costs now developing. Our own opinion is that during this 
fall costs will not prove a major deterrent. 





MORTGAGES SELECTED FOR APPRAISAL COMPARED WITH YEAR AGO 
1939 1940 
Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June July Aug. Sept. 
-82 +26 -4% -13% -9% -2% -6@ +21% +18% +118 +42% +248 +274 + 


MORTGAGES ACCEPTED FOR INSURANCE COMPARED WITH YEAR AGO 








-9$ +136 +26 +5% +156 +9% +1% +184 +9% +2% +67% +58 +37% 
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HE index of apartment bond prices for October 1940 remained at the August 
and September level of 38.0. The bonds used in preparing this index and 
the statistical method employed in its preparation are described in detail 


in our bond bulletin published August 14, 1940. A copy of this bulletin will 
be sent to any subscriber on request. 


THE REAL ESTATE ANALYST INDEX OF RESIDENTIAL RENTS 


HE table below shows residential rent figures. This cities,and in the same city between heated and unheated 


is the revised index of residential rents which ap- units. The twenty-six cities selected are typical cit- 

peared inthe Real Estate Analyst for the first ies scattered from coast to coast. The method of com- 
time in the February, 1938, issue. All rents are ex- puting this index is described on page 889 in the Feb- 
pressed in dollars per month per room. This makes pos- ruary, 1938, Real Estate Analyst. 


sible a comparison of rent levels between different 


1937 ~ 1938 \- 1939 1940 \ 
Oct. Oct. Oct. June July Aug. Sept. Oct. 

Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. 

National Index $8.23 $11.28 $8.50$11.82 $8.57 $11.90 $8.41 $11.80 $8.47 $11.75 $8.48 $11.79 $8.53 $11.82 $8.52 $11.81 








Atlanta 7-52 10.30 7-64 10.60 7.92 10.76 7-90 10.92 7-91 10.88 7.99 11.00 8.12 11.02 8.14 11.02 
Baltimore 7-02 10.47 7-05 10.55 7-30 10.50 7-20 10.30 7.40 10.29 7.44 10.26 7.50 10.30 7-47 10.32 
Birmingham 5.93 8.92 6.15 9.65 6.26 9.86 6.40 9.80 6.25 9.79 6.42 9.81 6.47 9.85 6.52 9.89 
Boston 7-67 13.50 8.09 15.07 8.25 15.30 8.05 14.90 8.09 14.90 8.13 14.95 8.24 14.90 8.40 14.91 
Chicago 10.30 12.38 10.56 12.71 10.60 12.61 10.51 12.5110.77 12.5010.90 12.5710.86 12.65 10.80 12.61 
Cincinnati 10.18 12.52 10.22 12.73 9.98 12.69 9.90 12.88 9.91 12.85 9.93 12.86 9.83 12.92 9.78 12.57 
Cleveland 9.80 12.25 9-90 12.73 9.94 12.67 9.65 12.75 9.75 12.70 9.55 12.68 9.86 12.66 9.58 12.75 
Columbus 7-73 11.41 7-66 11.51 7.14 11.10 7.06 10.88 7.07 10.85 7-10 10.85 7.19 10.90 7-20 10.92 
Denver 7-54 12.25 7-86 13.20 8.02 13.10 7.78 12.98 7.85 12.87 7.91 12.74 7.87 12.71 7-86 12.70 
Detroit 10.02 11.76 9-45 11.78 9.00 11.58 8.89 11.49 8.95 11.54 9.02 11.56 9.08 11.65 9.13 11.76 
Houston 8.69 10.30 8-95 11.03 8.73 11.02 8.52 11.01 8.49 10.97 8.40 10.87 8.36 10.77 8.28 10.76 
Kansas City 5.40 6.95 5-88 7.00 6.21 7.05 6.18 7.15 6.19 7.14 6.20 7.14 6.22 7.19 6.20 7.15 
Los Angeles 10.70 13.24 10.80 13.27 10.70 12.5210.69 11.7810.69 11.7010.66 11.6210.76 11.59 10.76 11.59 
Milwaukee 9.22 10.59 9-28 10.70 9.27 10.60 9.07 10.61 9-15 10.59 9.19 10.59 9.15 10.59 9.12 10.60 
Minneapolis 7-37 9.65 8.11 10.19 8.43 10.23 8.35 10.30 8.37 10.30 8.37 10.28 8.31 10.30 8.21 10.30 
New Orleansq 6.82 8.80 7.90 9.51 8.50 10.37 7-99 10.26 8.24 10.30 8.53 10.30 8.78 10.53 8.86 10.56 
New York 12.98 18.83 13.33 19.5312.94 19.80 12-72 19.20 12.59 19.3312.80 19.5312.72 19.6512.69 19.60 
Omaha 6.62 10.40 6.47 10.62 6.49 11.48 6-65 11.55 6.69 11.55 6.75 11.60 6.82 11.70 6.81 11.70 
Philadelphia 7.05 14.10 7.28 14.25 7.05 13.98 7-01 13.69 7-00 13.68 7.08 13.85 7.18 14.05 7-20 14.11 
Pittsburgh 9.14 11.60 9.48 12.28 9.20 12.0% 9-06 12.30 9.20 12.29 9.31 12.12 9.33 12.11 9.31 12.11 
Richmond 8.09 10.75 8.36 11.17 8.23 11.02 8-30 11.19 8.24 11.13 8.25 11.08 8.20 11.03 8.25 10.98 
Saint Louis 7.53 10.08 7.86 10.49 8.13 10.70 8-19 10.62 8.24 10.57 8.25 10.51 8.22 10.59 8.23 10.63 
Salt Lake City 6.70 10.12 7.30 10.68 7.80 10.98 7-69 11.01 7-60 11.11 7-75 11.08 7.77 11.07 7-84 11.09 
San Francisco 9.17 12.68 9.80 13.30 9.86 13.55 9-70 13.28 9.70 13.22 9.70 13.12 9.76 13.05 9-76 13.09 
Seattle 6.66 10.61 7.22 11.27 7-59 12.02 7-65 11.75 7-69 11.76 7-64 11.82 7.69 11.90 7-75 11.90 
Tulsa 8.12 8.65 8.05 7.63 7-63 7.59 7.58 7-51 
*Preliminary 
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